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International Compensation for Fluctuations in Commodity Trade 


A group of experts appointed by the Secretary- 
General of the United Nations, in response to General 
Assembly Resolution 1423 (XIV), has prepared a 
report on “International Compensation for Fluctuations 
in Commodity Trade.” Their conclusions are that the 
need for such compensation exists; that the Inter- 
national Monetary Fund can and should play an increas- 
ing role in compensatory financing; that long-term 
financing, to ensure at least the continuance of imports 
needed for development, is equally requisite and should 
be appropriately timed; and that there is also need for 
other special provisions, one possibility being an insur- 
ance scheme. 


The basis for these conclusions is that there has in 
recent years been serious instability in commodity mar- 
kets, and that there is no good reason to expect the 
situation to change greatly in character for a number 
of years ahead. This instability has had numerous 
adverse effects, especially in the less developed primary 


producing countries. Insofar as drawings on the Fund 
are automatic, they provide a reliable source of compen- 
satory financing for such adverse influences. But draw- 
ings come close to being automatic only up to 25 per 
cent of a country’s quota, a percentage which cannot 
be materially increased without endangering the reason- 
ably prompt repayment of drawings, and so changing 
the basic nature of the Fund. The experts propose that 
“Through the increased use of stand-by arrangements 
or consultative procedures, the Fund should aim to 
clarify with interested members the conditions which 
would assure . . . the full use” of a member’s quota. 
Nevertheless, they feel that the severity of fluctuations 
is such as to outweigh any practicable assistance from 
the Fund, even if the automaticity of drawings were 
extended to a reasonable extent. Similarly, although 


the compensatory influence of long-term loans deserves 
to be extended, these also cannot adequately meet 
the need. 

The experts’ proposal for insurance cover envisages 
“a central fund (‘development insurance fund’) into 
which all member countries would pay contributions 
and against which members would make financial claims 
which would be paid automatically in stated circum- 
stances.” Compensation, equivalent to a part of any 
shortfall from the average export receipts of the three 
preceding years, would be paid either as a final cash 
settlement or as a contingent loan repayable under cer- 
tain circumstances. The experts expect that the result 
would be “a net transfer of payments predominantly or 
exclusively to the participating underdeveloped coun- 
tries.” The fund should, they suggest, be administered 
by some suitable existing international organization. 

Assuming compensation equal to one half of the 
shortfall in export receipts, adjusted by a minimum 
deduction ranging between 2% per cent and 10 per cent 
of the base value of receipts, the experts estimate that 
in the years 1953-59 the underdeveloped countries 
would have had claims ranging between $466 million 
and $246 million yearly. Industrial and high-income 
producing countries would have had similar claims rang- 
ing from $142 million to $12 million a year. 

The report is to be considered by the Commission on 
International Commodity Trade in May, by the Eco- 
nomic and Social Council in July, and subsequently 
by the General Assembly. 

Source: United Nations, Economic and Social Coun- 
cil, International Compensation for Fluctu- 
ations in Commodity Trade (Doc. E/3447, 


E/CN. 13/40), New York, N.Y., March 2, 
1961. 





GATT Council Meetings 

The Council of Representatives of the CONTRACTING 
PARTIES to the GATT met in Geneva from February 22 
to March 2, 1961, and again on March 24. During the 
first meeting, the GATT Committee on Balance of 
Payments Restrictions consulted with the Government 
of Ceylon on its recent intensification of quantitative 
restrictions on imports. At the same time, the Council 
drew up a waiver to allow Ceylon to apply, to a number 
of types of import, a temporary increase in customs 
duties above the rates bound under the GATT. This is 


an emergency measure, designed to overcome the exist- 
ing threat to Ceylon’s monetary reserves while correct- 
ive fiscal and monetary measures are pursued. At the 
meeting on March 24, a similar waiver, to cover tempor- 
ary import surcharges applied by Uruguay on products 
for which the rates of duty were bound under the 
GATT, was drawn up and submitted to Governments. 

Under the Declaration by which Switzerland acceded 
provisionally to the GATT, that country is required to 
consult annually with a view to finding solutions to the 
problem created by certain Swiss legislation, under 
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which restrictions are imposed on imports of agricul- 
tural and food products. At the beginning of the first 
consultation, in the autumn of 1960, the representative 
of Switzerland put forward arguments that Switzerland 
should be accepted as a full member of the GATT. 
The consultation was continued during the February 
meeting of the Council, and arrangements were made 
for a small group to resume it on April 6. 


The Government of Japan had indicated its concern 
over the resort to GATT Article XXX’V by a number of 
Contracting Parties, which thus refrained from under- 
taking GATT obligations toward Japan; and had re- 
quested a review of the Article as applied to Japan. 
The Council considered the scope and timing of the 
review at its February meeting. It decided that a work- 
ing party should be established to carry out the review, 
and agreed to terms of reference for the working party. 


At the February meeting the GATT Council also 
drew up and submitted to Governments a waiver to 
allow Indonesia to maintain customs duties altered in 
connection with the tariff reform that it had undertaken. 
The waiver provides for Indonesia to negotiate or con- 
sult with interested parties. Arrangements were made 
for a meeting of a working party to review the import 
restrictions applied by Italy and no longer justified for 
balance of payments reasons under the GATT. After a 
discussion, in which concern was again expressed that 
the new Organization for Economic Cooperation and 
Development might overlap with the GATT’s functions 
in the trade field, it was agreed that this matter should 
be kept on the agenda for the next GATT session. 
The Council held a preliminary discussion of proposals 
by the GATT Executive Secretary on ways and means 
by which newly independent States could be assisted 
with their commercial policy problems. A more detailed 
proposal is to be examined at an early date. 

On March 24, the Council agreed to recommend for 
governmental approval by postal ballot that, instead of 
the session of the CONTRACTING PARTIES scheduled for 
May 1 to May 20, 1961, there should be a meeting of 
the Council from May 8 to May 12, followed by a 
session of the CONTRACTING PARTIES from May 15 to 
May 19. A recommendation was also made for a meet- 
ing of Trade Ministers in the autumn of 1961. 


Sources: General Agreement on Tariffs and Trade, In- 


formation Service, Press Releases, Geneva, 
Switzerland, March 6 and 27, 1961. 


U.S. and U.K. Discussions 


The official communiqué issued after last week's 
discussions between President Kennedy and Mr. Mac- 
millan stated that these discussions covered, inter alia, 
“the world economic and financial situation, including 
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the problems of imbalance and short-term capital move- 
ments; the need for coordination to meet these problems 
by increased utilization of existing international ma- 
chinery ... .” It is reported that the discussion covered 
the question of an increase in the resources of the 
International Monetary Fund. 


Sources: New York Herald Tribune, New York, N.Y., 
April 6, 1961; The Washington Post and 
Times-Herald, Washington, D.C., April 9, 
1961. 


Europe 


Meeting of OEEC Development Assistance Group 


The Development Assistance Group (DAG), com- 
posed of representatives of Belgium, Canada, France, 
Germany, Italy, Japan, the Netherlands, Portugal, the 
United States, and the United Kingdom, held its fourth 
meeting in London on March 27 through 29, 1961. 
The Group was set up in January 1960, under the 
auspices of the Organization for European Economic 
Cooperation, to coordinate the efforts of the industrial- 
ized countries of the western world to assist less 
developed countries in their economic development. 
It will be incorporated into the Organization for Eco- 
nomic Cooperation and Development as its Develop- 
ment Assistance Committee (see this News Survey, 
Vol. XII, p. 610). 


The following proposals, put forward by Mr. G. W. 
Ball, Under Secretary of State for the United States, 
were discussed: (1) Greater attention should be given 
to long-term general assistance and less to short-term 
specific projects, so as to enable recipient countries to 
plan farther ahead in their development policy. (2) The 
balance of payments position and prospects of recipient 
countries should be taken more into consideration when 
deciding the terms under which loans are given. (3) The 
burden of aid should be more evenly shared by the 
industrialized countries; to this end it was indis- 
pensable to define a clear concept of aid, excluding 
such kinds of assistance as export credits and profitable 
investments abroad. (4) The DAG should become a 
center for the pooling of information on aid programs. 
To assure its effective working, it might be desirable to 
appoint a permanent full-time chairman of the Group. 


Also at this meeting, the U.K. representative an- 
nounced that U.K. public grants and loans to under- 
developed countries rose from about £100 million in 
1959 to £150 million in 1960 and are expected to reach 
£180-200 million this year. Drawings by underdeveloped 
countries on their sterling holdings for purposes of 
development financing, amounting to about £50 million 
in 1960, are not included in these figures. 
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The representative of the Federal Republic of Ger- 
many said that his country was at present considering 
the creation of a development aid fund from which 
DM 5 billion would be provided before the end of 1962. 
It is, however, not clear how this plan is connected 
with previously announced programs. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


March 29, 1961. 


U.K. Economic Situation 


The U.K. Economic Survey 196] (Cmnd. 1334) 
states that personal and public consumption are expected 
to rise somewhat in 1961. There is likely to be a 
further rapid increase in private investment and some 
increase in public investment. Although production did 
not rise in the United Kingdom after the first quarter 
of 1960, in the last three quarters stocks were rising 
exceptionally fast by comparison with previous years. 
It therefore seems probable that the rate of growth of 
stocks will slow down in 1961, reducing pressure both 
on the economy at home and on imports. The increase 
foreseen in consumption and investment should be suffi- 
ciently large to cause a significant increase in total 
domestic output in 1961; but the size of this increase 
will depend also on the level of exports and the extent 
to which total demand is met by imports during the year. 
There should be a further increase in the numbers in 
civil employment. 


The economies of western European countries, in- 
cluding the United Kingdom, and of Japan, will prob- 
ably expand in 1961. It is also reasonable to expect 
some recovery in North America, and hence expansion 
in world industrial production. On the other hand, 
imports by countries mainly dependent on the export 
of primary products seem likely to decline. The present 
is a time of difficulty for the primary producing coun- 
tries, including those in the sterling area, which provide 
some of the United Kingdom’s largest export markets. 
World trade may fall in the early part of the year, 
though there should be some recovery later. This 
recovery could, however, be threatened by the imbal- 
ance in world payments; concerted action by both sur- 
plus and deficit countries is necessary to deal with this. 
A special responsibility lies with the surplus countries; 
the revaluation of the deutsche mark by the Federal 
Republic of Germany, together with its declared inten- 
tion to increase capital outflow, is to be welcomed. 


During both 1959 and 1960, the U.K. balance of pay- 
ments on current account has been inadequate to finance 
net long-term investment and lending overseas. The 
small current account surplus of £51 million in 1959 


was followed in 1960 by a large current account deficit 
of £344 million. The expansion of the economy over 
the past two years has resulted in a substantial increase 
in imports; but there has not been an equivalent in- 
crease in exports. There has also been a further 
deterioration on invisible account. At the same time, 
new lending by the Government abroad has increased 
and private investment has remained at a high level. 


In spite of the unsatisfactory outturn on current ac- 
count during 1960, the reserves increased by £177 mil- 
lion, due mainly to the large inflow of funds from 
abroad. A substantial part of this inflow is recorded in 
the overseas sterling holdings, but there was also a 
large increase in unrecorded credits, which suggests that 
there was also an unrecorded inflow of funds, These 
inflows were encouraged by relatively high interest 
rates, but they do not form a dependable basis for 
maintaining long-term investment and overseas aid at 
their present levels. 


The Survey states that output per capita increased 
during the 1950’s by an annual average of about 2 per 
cent, though year-to-year movements were somewhat 
irregular and are hard to interpret. The present high 
level of industrial investment is increasing this capacity 
for growth, which it is the Government’s policy to 
encourage. The commitment to maintain full employ- 
ment is an important contribution to this end. It gives 
assurance both to capital and to labor that periods of 
industrial recession and heavy unemployment, such as 
discouraged capital developments in many industries 
before the war, will not be allowed to recur. Some 
elements in demand are liable to fluctuate considerably 
from time to time—particularly exports, fixed invest- 
ment, and investment in stocks. Changes in these could 
produce serious instability, and the Government is 
therefore obliged from time to time to influence the 
level of demand either upward or downward. It does 
not believe that a greater pressure of demand than at 
present would in fact increase the sustainable rate of 
growth. On the contrary, it would affect the stability of 
sterling internally and externally, thus reacting on the 
climate for investment, and would jeopardize the 
achievement of the most urgent economic objective— 
the expansion of exports. 


The Government believes that the measures taken in 
recent years to influence the level of demand have made 
conditions more, and not less, stable than they would 
otherwise have been. Nevertheless, it recognizes the 
desirability of a higher and steadier rate of growth, 
provided that this can be achieved without risk to the 
balance of payments, in order to encourage the sense of 
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security and confidence in the future which are so 
important for business development. But the motive 
power for economic growth cannot be created by the 
Government alone. Much will depend upon the determi- 
nation of industry to adapt itself to changes in demand, 
to make greater use of facilities for education and 
training at all levels, and boldly to plan investment for 
increased production and reduced costs. This will 
require the fullest cooperation of employers and workers 
individually and collectively in the introduction of new 
plant and methods, and in ensuring that increases in 
incomes are not such as to raise the general level of 
costs. Both sides of industry will need to be able and 
willing to reduce costs and to share with consumers, in 
the form of lower prices, part of the fruit of increased 
productivity, especially in those industries where pro- 
ductivity increases faster than the national average. 
Finally, the international position of the United 
Kingdom makes it axiomatic that the growth of the 
economy must be interlocked with the growth of exports 


—otherwise the balance of payments situation is bound 
to frustrate growth and force a reversal of direction. 
Endeavors by Government and industry to foster the 
growth of the economy will succeed only if they are also 
designed to improve the country’s competitive power. 
Growth and competitiveness can never be separated. 


Source: The Times, London, England, April 6, 1961. 


U.K. Reserves 

U.K. holdings of gold and convertible currencies fell 
by £62 million in March, to £1,079 million. This decline 
was mainly the result of heavy pressure on sterling 
in the exchange markets during the period of uncer- 
tainty which followed the German and Dutch currency 
revaluations at the beginning of March. It is possible 
that South Africa’s decision to leave the Commonwealth 
also contributed to the decline. The Financial Times 
remarks that sterling would have been under heavier 
pressure, and that reserves would have fallen more 
sharply, had it not been for the agreement between 
European central banks reached in mid-March (see this 
News Survey, Vol. XIII, p. 97). The exchange markets, 
though still unsettled, have been much quieter during 
the past two weeks; the sterling exchange rate against 
the dollar has been held at just under the par value 
of $2.80. 


Source: The Financial 
April 6, 1961. 


Times, London, England, 


Surplus U.S. Farm Products for Iceland 


The United States has agreed to the purchase by 
Iceland, under Title I of U.S. Public Law 480, of 
$1.74 million worth of farm commodities against pay- 


ment in Icelandic currency. The commodities include 

corn, wheat, soybean or cottonseed oil, tobacco, lemons, 

and rice. 

Source: The Journal of Commerce, New York, N.Y.., 
April 10, 1961. 


Economic Prospects in Sweden in 1961 

The Swedish Konjunkturinstitut has recently been 
developing seasonally adjusted quarterly data. No such 
data are yet available for such important economic 
sectors as public investment, public consumption, 
private fixed investment, or stock changes. However, 
the new data available for personal incomes, private 
consumption, personal savings, and foreign trade make 
possible a better understanding of past developments. 
The Institute, after analyzing these new data, remains 
in broad agreement with the forecasts made in the 
National Budget (see this News Survey, Vol. XIII, 
p. 44) but believes that, on certain points, it is possible 
to define the situation a little more clearly. 

The value of exports increased at a rate of 20 per 
cent per annum from the third quarter of 1959 to the 
fourth quarter of 1960, mainly because of a higher 
volume. The forecasts that have so far been made for 
exports in 1961 as a whole put the expected increase 
between 1960 and 1961 at about 4-6 per cent (calcu- 
lated in 1960 prices). These forecasts, allowing for 
seasonal fluctuations, imply stability at the level that 
was in fact reached during the fourth quarter of 1960. 
Since capacity will increase somewhat in 1961, this 
may be an underestimate. On the other hand, it is 
possible that the increase in exports during 1960 was, 
to some extent, achieved out of stocks. On the basis of 
probable developments in general economic conditions 
and production abroad, moreover, it seems to the Insti- 
tute hardly likely that exports to Western Europe during 
1961 will exceed the high level reached during the 
fourth quarter of 1960. Exports to the eastern bloc 
countries and to Japan may increase to some extent, 
but it seems improbable that such an increase would 
offset the likely decline in exports to North America and 
the primary producing countries. 


The National Budget forecast an increase of 5 per 
cent in the volume of consumption between 1960 and 
1961. It has been questioned whether this is possible, 
since no year since the war has seen such an increase 
in the volume of consumption in Sweden. The Institute 
points out, however, that the large increase in consump- 
tion recorded during 1960, and particularly between 
the last two quarters, will ensure a 5 per cent rise 
between the two years if the rate of consumption during 
the fourth quarter is no more than maintained. But the 
Institute believes that, although consumption in the 
first quarter of 1961 has continued as high as in the 
fourth quarter of 1960, there will be a decided slacken- 
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ing in demand for consumer goods during the second 
and third quarters of this year. 


Developments in these two sectors, which account for 
some 70-80 per cent of the gross national product, 
would seem to point to some slackening in the total 
demand for goods and services, at least up to and 
including the third quarter of 1961; and they would 
appear to imply that the inflationary pressure, which 
was particularly apparent in the capital goods industries 
at the turn of the year, may relax somewhat. At the 
same time, the Institute notes that developments during 
1961 could very well lead to increased disharmony 
between demand and supply in the Swedish economy. 
The inflationary pressure probably impinges most on 
the capital goods industries, and a decrease in the 
demand for consumer goods does not necessarily mean 
a decline in the pressure on these industries. 


Source: Konjunkturinstitutet, The Swedish Economy, 
Stockholm, Sweden, February 1961. 


German Credit Measures 


The Central Bank Council of the Deutsche Bundes- 
bank, contrary to general expectations, did not decide 
to lower the discount rate at its meeting on April 6. 
However, it reduced the minimum reserve requirement 
rates for the banks’ domestic liabilities by 5 per cent of 
their October 1959 level, effective from April 1. This is 
the fourth such reduction in 1961, freeing altogether 
about DM 1.6 billion of the banks’ liquid funds (see 
this News Survey, Vol. XIII, pp. 21 and 74). 


Source: Die Welt, Hamburg, Germany, April 7, 1961. 


Belgium's Short-Term Foreign Currency Debts 


At the end of February 1961, the Belgian short-term 
public debt (less than one year to maturity), denomi- 
nated in foreign currencies or gold, was BF 30.5 billion 
($610 million). This compared with BF 14.4 billion 
($288 million) a year earlier and BF 11.8 billion 
($236 million) in February 1959. Three quarters of 
the increase in the past year was incurred in the last 
six months, mainly in Swiss francs and U.S. dollars. 
After midsummer the debts in these currencies rose by 
the equivalent of BF 8.2 billion and BF 5.7 billion, 
respectively. During this period the authorities had 
recourse to extensive short-term borrowing of foreign 
currencies—partly from Belgian banks—to cover their 
current needs. Conditions in the capital market after 
the midyear Congo crisis made it inadvisable to raise 
the large amounts needed through issues of public 
bonds, though in November 1960 a new bond issue 
yielding BF 7.3 billion was in fact made. 


Source: Agence Economique et Financiére, Brussels, 
Belgium, March 23, 1961. 


Middle East and Africa 


Iraqi Import Regulations 

The Iraqi authorities, in accordance with their 
current policy of limiting imports to prevent a further 
decline in reserves, have now prohibited the import of 
passenger cars, unless they are brought in by diplomatic 
officials or by Iraqi nationals who have lived abroad 
for more than one year. 


Source: The Iraq Times, Baghdad, Iraq, March 29, 
1961. 


Reserve Requirements for South African Banks 


The Reserve Bank of South Africa has reduced the 
minimum reserve requirements of the commercial banks 
from 10 per cent to 6 per cent. This is in response to a 
tight money situation aggravated by an outflow of 
capital (see this News Survey, Vol. XIII, p. 9). Accord- 
ing to the Bank, the reduction will release about 
R 35 million ($49  naillion) from the banks’ cash 
reserves; further reductions will be considered if circum- 
stances warrant them. Financial sources in Johannesburg 
said that the change would be of considerable help, but 
that it was feared that interest rates, which have been 
rising steadily, might go still higher. 

The reduction in reserve requirements followed an 
announcement that South African gold and foreign 
exchange reserves fell by $2.8 million in the week after 
the declaration that South Africa would withdraw from 
the Commonwealth on May 31. On March 24, reserves 
were about $270 million, compared with $420 million a 
year earlier. However, as an estimated $280 million in 
foreign capital has already left the country over the 
last 12 months, observers do not expect a further sub- 
stantial outflow to result from South Africa’s withdrawal 
from the Commonwealth. 


Source: The Journal of Commerce, New York, N.Y., 
April 3, 1961. 


Far East and Australasia 


India’s Population Growth 


The Registrar General’s provisional census report 
shows India’s total population to have been approxi- 
mately 438 million on March 1, 1961, compared with 
359 million in 1951—an increase of 21.5 per cent in 
ten years. These figures indicate that India’s population 
can be expected to increase by about 8 million people 
each year during the Third Five Year Plan (1961-66). 
The rate of growth over the past decade has been 
particularly high in Assam (34.3 per cent) and West 
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Bengal (32.9 per cent), owing mainly to immigration 
and to the influx of refugees from East Pakistan. 
Of the enumerated population, 82.2 per cent is rural 
and 17.8 per cent urban, compared with 82.6 per cent 
and 17.4 per cent, respectively, in 1951. The density of 
population for the country is 384 persons a square mile. 


Sources: The Times of India, Bombay, India, March 28, 
1961; The Times, London, England, March 28, 
1961. 


Malaya's Second Five-Year Plan 

The Government of the Federation of Malaya 
published on February 6, 1961 a draft outline of the 
Second Five-Year Plan, covering the period from Janu- 
ary 1961 to December 1965. 


The broad wbjective of ‘the Plan is’ to raise real 
national output by 22 per cent by 1965, with particular 
emphasis on increasing the standard of living in the 
rural areas. The steps to be taken include providing 
employment for the country’s population of working 
age, which is likely to increase by about 340,000 
(15 per cent) during the Plan period; raising the 
per capita output of the economy and protecting 
per capita living standards against the adverse effects 
of a possible decline in rubber prices; widening the 
range of Malayan production, emphasizing the develop- 
ment of other suitable agricultural products in addition 
to rubber, and giving every reasonable encouragement 
to industrial expansion; improving and expanding edu- 
cational facilities for the rapidly growing school-age 
population; extending the public health services over a 
wider coverage of the rural as well as urban population; 
and providing more adequate housing and rural and 
urban utilities. 


The Plan will cost M$5.05 billion (US$1.68 billion), 
of which M$2.90 billion will be spent in the private 
sector and M$2.15 billion in the public sector, including 
investments by the Federal and State Governments, and 
autonomous public enterprises, such as the Central 
Electricity Board, the Malayan Railways, and the 
Penang Port Commission. The figure of M$2.15 billion 
compares with an investment outlay of approximately 
M$1.01 billion during the First Plan period. 


The Government believes that a “large element of 
flexibility . . 


ment plan to meet changing circumstances.” 


. is necessary in any satisfactory develop- 
Accord- 
ingly, the actual investment expenditure in any one year, 
and its allocation, will be left to decisions made in the 
light of circumstances at that time. Present plans for 
the public sector, however, allocate 25 per cent of ex- 
penditure to agriculture, mainly for land development, 
drainage, and irrigation; this compares with 23 per cent 


in the First Plan. Social services, mainly education and 
health, will take 23 per cent (14 per cent in the First 
Plan), electricity and other public utilities 19 per cent 
(24 per cent), and transport, particularly roads and 
bridges, 17 per cent (21 per cent). 


In agriculture and rural development a principal aim 
is to maintain the present rate of rubber replanting. 
Rubber output is expected to rise during the period of 
the Plan by more than 10 per cent—almost the same 
rate as in the last five years—owing to the improve- 
ment in yields; after 1965, output should increase much 
more rapidly. The target for rice is much more ambi- 
tious; the recent completion of various irrigation proj- 
ects will facilitate the widespread use of double cropping 
and fertilizers, and output is expected to increase pari 
passu with home consumption, thereby obviating any 
need for larger imports. Gains are also foreseen in 
other rural products, especially oil palm, tea, tobacco, 
fruits, vegetables, livestock, poultry, and fish, so that a 
rise in total agricultural output of at least 15 per cent 
by 1965 seems a reasonable prospect. Agriculture is ex- 
pected to provide jobs for about 130,000-150,000 addi- 
tional workers, i.e., 10-12 per cent more than at present. 


Prospects for investment in manufacturing are good, 
and industrial production is expected to be 50-75 per 
cent higher than in the quinquennium just ended. On 
the other hand, little increase in tin output during the 
next several years is expected, because of the slow 
growth in world demand and the depletion of high-grade 
domestic ores. 


The outlay in the public sector is expected to be 
financed as follows: from the surpluses of government 
and public enterprises, before amortization of govern- 
ment debt and minus transfers to the private sector, 
M$485 million; from the Employees’ Provident Fund 
and Post Office Savings Bank, M$550 million; national 
savings borrowed from Currency Board and banks, 
M$250 million; borrowings from external balances of 
Currency Board and banks, M$100 million; foreign 
loan receipts (net) and grants, M$505 million; and 
reduction in government foreign balances, including 
sinking funds, M$260 million. 


Investments in the private sector are expected to 
be financed as follows: self-financing and other pri- 
vate nonbank sources, M$1,750 million; Employees’ 
Provident Fund, M$200 million; Rubber Replanting 
Fund “B,” M$185 million; national savings borrowed 
from banks, M$280 million; foreign private capital, 
including retained earnings 
M$485 million. 

The draft outline Plan envisages a balance of pay- 
ment deficit on current account in 1965 of M$340 


of foreign companies, 
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million (US$113 million), compared with a surplus of 
M$250 million (US$83 million) in 1960. The aggre- 
gate current account deficit for the full Second Five- 
Year Plan period is estimated at M$1,350 million 
(US$450 million). 


Source: Federation of Malaya, Second Five-Year Plan, 
1961-65, Kuala Lumpur, Malaya, February 6, 
1961. 


Japan's Foreign Exchange Budget 


Japan’s foreign exchange budget for April-September 
1961, totaling $3,991 million, is the largest on record; 
it is 13 per cent higher than the budget for the previous 
six months. Some 720 import items are transferred 
from the Fund Allocation System, i.e., are now liber- 
alized: 410 items are transferred to the Automatic Ap- 
proval System (AA) and 310 items to the Automatic 
Fund Allocation System (AFA). In addition, 120 
items are transferred from the AFA to the AA. The 
number of items on the “free lists” (AA and AFA) is 
increased to about 2,700. 


The major items newly liberalized are raw cotton 
and raw wool (both AA). The liberalization of sugar, 
which had earlier been decided upon (see this News 
Survey, Vol. XIII, p. 23), has been postponed; instead, 
the amount to be imported is increased by 100,000 
metric tons, to 650,000 tons. 


The percentage of imports liberalized (based on 1959 
customs statistics) will be 62, compared with 44 in the 
previous period. The percentage will increase to 65 at 
midsummer, when soybeans, refined lard, and several 
other commodities are to be liberalized. The liberaliza- 
tion of soybeans and refined lard will complete the re- 
moval of discrimination against goods from the dollar 
area. 


The budget assumes that the deficit on account of 
current transactions for the period will be $90 million, 
but that inflows of foreign capital will more than offset 
the deficit, leaving a surplus balance of $30 million. 


Nihon Keizai Shimbun, 
March 31, 1961. 


Source: Tokyo, Japan, 


New Zealand Immigration Policy 


The New Zealand Government has decided that the 
number of immigrants should be more than doubled. 
Announcing the decision to spend a relatively greater 
amount of money on assisted passages in the year 
beginning April 1, 1961, the Minister of Immigration, 
the Hon. T. P. Shand, said that, although there was 
not likely to be any spectacular build-up of interest in 
emigration to New Zealand, he felt confident that be- 
tween 4,000 and 5,000 workers could be secured in 
1961-62. 


The number of assisted immigrants, which in 1956-58 
had been approximately 4,600 a year, decreased to 
2,550 in 1959-60, following a decision by the previous 
Government to reduce by one third the rate of assisted 
immigration. In April-December 1960 assisted immi- 
grants numbered only 1,450, compared with 2,330 a 
year earlier. The number of unassisted immigrants, 
which had dropped from an average of 20,000 in 1956- 
58 to 17,750 in 1959-60, was 13,470 in April-December 
1960, compared with 12,940 a year earlier. 


Sources: Department of Statistics, Monthly Abstract of 
Statistics, February 1961, and Reserve Bank of 
New Zealand, New Zealand News Review, 
March 24, 1961, Wellington, New Zealand. 


Western Hemisphere 
Economic Progress in British Honduras 


The steady progress which in recent years has marked 
the economy of British Honduras is reflected in the 
trade figures for 1959. Imports (mainly foodstuffs, 
machinery, and transport equipment) rose from 
BH$18.5 million in 1958 to BH$19.6 million in 1959. 
Exports increased from BH$9.1 million to BH$9.6 
million and attempts to diversify the economy resulted 
in changes in their commodity composition. The domi- 
nance of forest products continued to decrease, and the 
value of sugar exports exceeded that of mahogany for 
the first time in 1959. Exports of concentrated orange 
juice increased markedly and shipments of fresh citrus 
fruit to the United Kingdom were resumed after an 
interval of three years. The sugar industry, which under 
the Commonwealth Sugar Agreement was granted a 
quota of 25,000 tons, increased its production from 
8,700 tons in 1958 to 20,700 tons in 1959. In 1960, 
the capacity of the industry increased further and a 
record ‘harvest was expected. New acreages of grape- 
fruit and oranges came into production in 1960. Efforts 
were also made to introduce improved strains of 
groundnuts, and a small vegetable industry was started 
to extract oil from cohune nuts (a hard-shelled nut 
from an indigenous palm). 


Lack of capital is still one of the main obstacles to 
economic progress in British Honduras. In July 1960, 
an Incentives Ordinance, designed to encourage new 
investments, granted relief from customs duty, entry tax, 
and income tax to new enterprises, as well as to estab- 
lished enterprises wishing to expand. American invest- 
ment in the territory has recently increased. U.K. 
Colonial Development and Welfare funds have been 
provided for forestry development, reconstruction and 
improvement of main roads and bridges, and primary, 
secondary, and technical education and teacher training. 
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The small size of the population constitutes a major 
problem; the 1960 provisional census figure was only 
90,381 in an area of 8,866 square miles. However, as 
a result of the publicity given to the Downie Report, 
recommending the encouragement of planned immigra- 
tion, inquiries have been received from would-be settlers 
in many parts of the world. 


Source: Central Office of Information, Commonwealth 
Survey, London, England, March 14, 1961. 


Venezuelan Fiscal Developments 

rhe expenditures authorized in the Venezuelan budget 
for the fiscal year July 1960 to June 1961 have been 
reduced by Bs 75.2 million. The Ministries chiefly 
concerned are Development (reduction of Bs 12.9 mil- 
lion); Public Works (Bs 12.8 million); Health and 
Welfare (Bs 11.7 million); Education (Bs 11.2 mil- 


lion); and Finance (Bs 10.6 million). 


Beginning on 
January 1, 


1962, the fiscal year will be changed to a 
calendar year basis; there will be a 6-month fiscal 
period from July 1 to December 31, 1961. 

The Congress of Venezuela has authorized the issue 
of Bs 210 million of two-year Treasury notes, Bs 185 
million of transferable and negotiable bonds with a 
maximum maturity of 25 months and a maximum in- 
terest rate of 6 per cent, and Bs 170 million of non- 
transferable, nonnegotiable three-year 3 per cent bonds. 
The notes can form part of the legal reserves of the 
commercial banks and will bear no interest when they 


do so; if sold in the market for purposes of monetary 
policy they will bear interest at 6 per cent. 


Sources: Gaceta Oficial, Caracas, Venezuela, March 27 
and 28, 1961. 


Peru's 1961 Budget 


Peru’s budget for 1961, promulgated on March 29, 
is balanced at S/. 9,890 million (26 per cent higher 
than that of 1960). Additional revenues will mainly be 
derived from increases in the rates of taxes on turnover, 
profits, and nonessential and luxury imports. On the 
expenditure side of the budget, substantial increases 
are provided for public education, public works and 
development, health and social welfare, finance and 
commerce, and the armed forces. 

Source: Banco Continental, News Letter, Lima, Peru, 
April 5, 1961. 


Haitian Bond Issue 


The Government of Haiti has authorized the issue 
of bonds and Treasury bills or certificates amounting 
to G 10 million ($2 million), for the settlement of 
unsecured local commercial obligations incurred from 


October 1, 1950 to September 30, 1959. 


Holders of obligations validated by the High Court 
of Accounts will receive freely transferable tax-exempt 
bonds bearing 5 per cent interest payable twice a year 
at the National Bank of Haiti. 

Insurance companies and private banks may hold a 
percentage of their reserves in these bonds and Treasury 
bills; joint stock companies, cooperatives, and new 
enterprises may use them in partial fulfillment of their 
legal capital requirements; and the National Bank may 
issue loans against the bonds, accepting them as col- 
lateral up to 60 per cent of their value. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., March 6, 1961. 
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